EAHCP Budget
Work Group
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August 17, 2017




WORK GROUP CHARGE

OCollaborate with and inform the EAA Budget Process, as it
relates to the EAHCP; and

OAddress fiscal issues as they arise and are referred by the

%?  |Implementing Committee
\\ | EMBERSHIP
O Tom Taggart City of San Marcos (Chair)
O Brock Curry Edwards Aquifer Authority
O Steve Raabe San Antonio River Authority
O Myron Hess National Wildlife Foundation
O Mary Bailey San Antonio Water System
O Adam Yablonksi Member at Large
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OVERVIEWOF MEETINGS

O The purpose of the Work Group was to review
and consider the E A A &AHCP budget and
reserve, as a function of the E A A Gexent
adjustment to the distribution of funds

received from the AMF.

The Workgroup met on two separate
occasions

OApril 7, 2017 at the New Braunfels City Hall

OMay 11, 2017 at the San Marcos Activity
Center .



WORKGROUP COLLABORATION & SYNERGY

O CONSENSUS

O COMPROMISE & OSPIRITOF THEEARIFO |

POSITIVEO VERTONE

Pl

O OPENMINDED, WILLING TO LISTEN RESPECTFUL

O CoMMON GOAL & PROTECTSPECIESAND PROVIDE SPRINGFLOW




WORKGROUP DISCUSSIONS 7 R

FUNDING AND MANAGEMENT AGREEMENT
EAHCP 2017 BUDGET
EAA BUDGETING PROCESS

EAA AQUIFERMANAGEMENT FEE
AHCP RESERVE
CALCULATION OF THEDROUGHTOF RECORD (DOR) EXPENSES

CALCULATION USEDTO DETERMINER46-MILLION RESERVEC AP
VISPO / ASR FROGRAM EXPENSES

2% ESCALATOR

SCENARIOS & FORECASTSOF ALL




REPORTOUTLINE

1. EAHCP RESERVH-UND

2. EAA AQUIFERMANAGEMENT FEE

3. ANNUAL FUNDING OBLIGATION LIMIT

4. FUTUREROLE OF THEWORK GROUP
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EAHCP RESERVE
SCENARIOSAND FORECAST




EARIP Calculation of EAHCP Reserve
(approved by consensus of EARIP)

O Operating Reserve $20 million

O One year of operating cost
O Most costs will be paid at beginning of year

O ASR Operations $10 million

O Amount to cover SAWS production costs
during 4 worst years of the DOR in excess of
budgeted amounts

VISPO $16 million

O Amount to cover 4 years of full VISPO
payments ($200/ ac.ft .) in excess of budgeted
amounts

Total HCP Fund Balance Cap $46 million
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Historical Reserve Impacts & Forecast
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2012-A 2013-A 2014-A 2015-A 2016-A 2017-AB 2018-F 2019-F 2020-F 2021-F
=o—Amended Budget & Sample Forecast
Actual Rates Projected Rates
2012A 2013A 2014A 2015A 2016A 2017-AB 2018F 2019F 2020F 2021-F
$37.00 $37.00 $47.00 $47.00 $44.00 $40.00 $42.00 $44.00 $44.00 $44.00

The forecasted financial information included in this presentation is preliminary, unaudited, illustrative and for discussion purposes ONLY. No warranty, express or implied, is provided in relation to the fairness,
accuracy, correctness, completeness or reliability of the information, opinions or conclusions expressed herein. All rate changes are subject to approval by the EAA Board of Directors




Historical Reserve Impacts & Forecast

$60
0
—
50 _s46M R
$40
30 ——— /
o %9 go6M
Q
= $20
$10
$0
2012-A 2013-A 2014-A 2015-A 2016-A 2017-AB 2018-F 2019-F 2020-F 2021-F
=o— Adjusted - No frontload RWCP-Refugia/No Forbearance =o—Amended Budget & Sample Forecast
Actual Rates Projected Rates
2012A 2013A 2014A 2015A 2016A 2017-AB 2018F 2019F 2020F 2021-F
$37.00 $37.00 $47.00 $47.00 $44.00 $40.00 $42.00 $44.00 $44.00 $44.00

The forecasted financial information included in this presentation is preliminary, unaudited, illustrative and for discussion purposes ONLY. No warranty, express or implied, is provided in relation to the fairness,
accuracy, correctness, completeness or reliability of the information, opinions or conclusions expressed herein. All rate changes are subject to approval by the EAA Board of Directors
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EAHCP DROUGHT
SCENARIO IMPACTS
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HCP Reserve Forecast: Drought Scenario Impacts
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$37.00 $37.00 $47.00 $47.00 $44.00 $40.00| $42.00 $44.00 $44.00 $44.00 $34.00 $34.00 $34.00 $34.00 $34.00 $34.00

The forecasted financial information included in this presentation is preliminary, unaudited, illustrative and for discussion purposes ONLY. No warranty, express or implied, is provided in relation to the fairness, accuracy,
correctness, completeness or reliability of the information, opinions or conclusions expressed herein.




HCP Reserve Forecast: Drought Scenario Impacts

Best Case Scenario:

No VISPO Forbearance
No ASR Recovery
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The forecasted financial information included in this presentation is preliminary, unaudited, illustrative and for discussion purposes ONLY. No warranty, express or implied, is provided in relation to the fairness, accuracy,
correctness, completeness or reliability of the information, opinions or conclusions expressed herein.




HCP Reserve Forecast: Drought Scenario Impacts
Scenario 1 Probability: 50%

VISPO Forbearance: 2020
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The forecasted financial information included in this presentation is preliminary, unaudited, illustrative and for discussion purposes ONLY. No warranty, express or implied, is provided in relation to the fairness, accuracy,
correctness, completeness or reliability of the information, opinions or conclusions expressed herein.




HCP Reserve Forecast: Drought Scenario Impacts

Scenario 2 Probability: 14%
VISPO Forbearance: 2020, 2021

ASR Recovery/Filling: 2020, 2021
ASR Tier 3 Standby: 2021
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The forecasted financial information included in this presentation is preliminary, unaudited, illustrative and for discussion purposes ONLY. No warranty, express or implied, is provided in relation to the fairness, accuracy,
correctness, completeness or reliability of the information, opinions or conclusions expressed herein.




HCP Reserve Forecast: Drought Scenario Impacts
Scenario 4 Probability: <0.2%

VISPO Forbearance: 2020 - 2027
ASR Recovery/Filling: 2020 - 2027
ASR Tier 3 Standby: 2021
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The forecasted financial information included in this presentation is preliminary, unaudited, illustrative and for discussion purposes ONLY. No warranty, express or implied, is provided in relation to the fairness, accuracy,
correctness, completeness or reliability of the information, opinions or conclusions expressed herein.



Entity

Edwards Aquifer
Authority

City of San Marcos -
Texas State University

City of New Braunfels

Program Totals

EstimatedSavings

\\

Table 7.1 Program Totals

PROGRAM TOTALS

Table 7.1a Projected
Program Totals

$238,483,955 $208,382,466
$ 11,894,000 $ 12,649,485
$ 11,530,000 $11.033,131
$261,907,955 $232,065,082
$29,842,873



CONCLUSIONS

CONCLUSIONS &
RECOMMENDATIONS

O The EAHCP budget picture is positive, and its trend looks
good . The EAHCP program isoperating within its means .

ork Group supports a general goal of a stable AMF, as
long as the EAHCP program AMF isresponsive and reflective
of EAHCP program requirements and achieves the program
oals and objectives .



CONCLUSI ONS & RECOMMEND

O Reasonable flexibility, within clearly defined limits, in the
management of the AMF isdesirable in the management of
the Reserve.

O Forthe near -term, the Reserve should be sufficient, subject to
$46 million cap set in the FMA. Unless adjusted through
the review process, the Reserve should not be allowed to fall
below $26.4 million except when drought -specific ASR and
VISPO measures are triggered .



CONCLUSI ONS & RECOMMEND

O Based on projected expenditures, the overall annual budget
totals set out In Table 7.1 are sufficient to cover projected
expenses through the term of the ITR

A

O The Work Group should remain active , throughout the permit
term, to provide recommendations to the IC, on an as
ngeded basis.




NEXTSTEPS

O Recommendation : Beginning in 2017, and annually thereafter, the EAA
should present to the Work Group a budget presentation including :

1. Projected AMF rates,
2. Projected changes to EAHCP expenses, including ASR and VISPO
ny projected impacts to the EAHCP Reserve

4/ Any forecasted impacts to the EAHCP Reserve due to drought.

ext Steps: depending on IC directive
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